




American Stores Company is one of the nation's leading food and drug retailers operating supermarkets, stand-alone drug stores and 
combination food/drug store units. The Company’s stores are generally located in major metropolitan markets where they hold leading 
market positions (generally first or second in overall market share). The Company’s stores operate under the names Acme Markets, Jewel 
Food Stores, Lucky Stores, Osco Drug and Sav-on. At year-end 1997, the Company operated 1,557 stores in 26 states and employed 
approximately 121,000 associates. 


ACME Xuckif, S~on drugs OscoDrua Jsasl-SSSS- 



Sav-on - 310 stand-alone drug stores In four states plus 40 combination stores 
jointly operated with Lucky Northern and Southern California Divisions 



The mission of American Stores Company is to be the premier, national food 
and drug retailer that understands and surpasses its customers* expectations 
for service, value, and convenience. Our success is directly dependent on our 
people who must work together as associates to fulfill this mission. 
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expense for 1996 and 1997, respectively 


COMMON STOCK MARKET PRICES AND DIVIDENDS 3 

The following table sets forth the high and low reported sales prices for the Company’s common stock for the fiscal 
periods indicated as reported on the New York Stock Exchange Composite Tape and dividends paid on the common stock 
during such periods. The common stock of the Company is listed on the New York, Philadelphia, Chicago and Pacific stock 
exchanges under the trading symbol “ASC.” The number of shareholders of record of the Company’s common stock at March 
27, 1998, was 33,715. 


1997 _ 1996 1995 



Cash 



Cash 



Cash 


Market Price Dividends 

Market Price 

Dividends 

Market Price 

Dividends 


High Low Paid 

High 

Low 

Paid 

High 

Low 

Paid 

First Quarter 

$23 3/16 $20 13/16 $.08 

$17 1/8 

$1211/16 

$.08 

$13 1/16 

$11 5/8 

$.07 

Second Quarter 

$27 5/16 $22 .09 

$20 5/8 

$16 

.08 

$14 7/8 

$12 3/8 

.07 

Third Quarter 

$26 $23 .09 

$21 3/8 

$18 3/4 

.08 

$15 3/8 

$14 1/16 

.07 

Fourth Quarter 

$28 $19 3/8 _ ! 09 

$22 11/16 

$19 3/16 

.08 

$15 3/8 

$12 7/16 

.07 

Annual Dividend 

$.35 



$.32 



$28 


3 Restated as necessary to reflect the July 1997 two-for-one stock split 


Cautionary Note 

This report contains certain forward-looking statements about the future performance of the Company which are based on management’s 
assumptions and beliefs in light of the information currently available to it. The Company assumes no obligation to update the information contained 
herein. These forward-looking statements are subject to uncertainties and other factors that could cause actual results to differ materially from such 
statements including, but not limited to: competitive practices and pricing in the food and drug industry generally and particularly in the Company’s 
principal markets; the implementation of the Company’s re-engineering initiatives in accordance with the currently contemplated schedule and budget; 
the Company’s relationships with its employees and the terms of future collective bargaining agreements; the costs and other effects of legal and 
administrative cases and proceedings; the nature and extent of continued consolidation in the food and drug industry; changes in the financial markets 
which may affect the Company’s cost of capital and the ability of the Company to access the public debt and equity markets to refinance indebtedness 
and fund the Company’s capital expenditure program on satisfactory terms; supply or quality control problems with the Company’s vendors; changes in 
economic conditions which affect the buying patterns of the Company’s customers; and the ability of the Company and its vendors, financial 
institutions and others to resolve Year 2000 processing issues in a timely manner. 
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To Our Shareholders?- 


'0:6'- Over the; p^st four years (fur Company has grown and matured into an operating cgtQpany Whose top priority ' , ^ 
is custbmer satisfaction' Our management and associate teams; technologicalsystems-afid ^tore.designs' all. 
revolye arouhd Our.goal^of bojng thV premier national food and drug retailer focgsjed on serving ptir customers; ■ 

' v With our consolidated infrastructure,and central management groupie ^are^succe^sfully fine-^uning durability.'/.■• v , 
>. to serve what really mattersipMur future: our cystomas. /Thisiis npl hoW ithas alwaysibeep) ■■■'■■■' ■■■ v. . 

• v - > Five 1 'years ago, the purpose'of our smalliie.am/of'Amencan Stores corporate v mana$,ers was to oversee a v 

collection bf fully "autonomous food and ’drug retail)ghains. ‘Wc would'buy'and sell, entire'chains as ; a holding , . 
; \.y "company without becoming'involved in improving the'Operational'-am proiid to -s^ that today this is no longer 
r V the way we\rhanage our Company. After/ytars <jf harcjwojk, we have transformed ourselve^ from ^a decen-/ • y 
y .■ tralized holding company to a centralized operating coip^aiiy. I am proud of this accomplishment and Fwould - 

- like to thank every one. of our dedicated associates for. making it happen^ 7 < ' y • / ^ ; x \ . v 1- 

During theyear w£ completed the'cenfralization of our procurement functions and made excellent progress 
in implementing several new store and supply-chain information systems: Qur'store growth program also moved 
, ^ahead as Reinvested nearly^$l\2 billion in Capital expeh^iture^ and adde&9'6 new of replacement stores to;- 
clijin^our store count at yehiSend.to 1,557\ • ’ ; : & -p: ' y 

/, The changes to our ^organization this year were'Tremendous and affected, nearly every area of our business^ \ ' 
Changes -of. such sizeiahd ambition do, not come-Without challenges. We experienced difficulty in some areas of y 
ou’ntransition during the yeaf^butihaye pufthoseissues behincfus and/afe'estronger^rri^any as ^result. / 

.; a re pleaded with the success of Our dra matic transformation ovef the yeark We Achieved m a ny y| cto ries/and f 

v our struggles we^efew overall. • ^ ! ^ ^ ' V -\V , V '-yy: "K, T y 

Moving forward,yve will continue to Ckecute our strategy o} growth by inventing ip our stores and allowing - 
'/o\ir/assb<!at£s^t 0 ^crt.ter rseryfe'.•priiPWe are committed'to this strategy arid believe it isi ffgjit for our 
business. Our capitaj expenditures for 1998 are estimated to be’$.1 billion, -and we Wiir'add l 70 to ”80 new ; 

; stores. >0ur tedfinplogy initiatives wilt continue to strengthen\Pur infrastDuctpm^n^pbsitibn^us t^:)he isext i ' V 
y: . centyry. \&e, have ]Qst begun to organize a central marketing team, to! develop/and. in^premeni the most ^nectiyi^V; - 
;marketing/adv|rtisidga^ We believe we have laid a^solid ^ ^ 

foundation imgdr stpre;base, distr(blit|6n and_ stipport^sifUfctin^^and>.wil^re^ip the benefifstef, those investments } 

W in the-years aheacfT/ - A*;: - '• X&X ■ v: - 3>- : : V: ;V.'>f•; U ," -v'.^V:' 

Xyy- ■ /' a- ■'ri V , ' ;; ; 

■y i,Respectfully, '.y.'i.yy: . r .. ^ 'y; "VM / - ^ v’\ " ... ;; 


• Victor L Lun^ ; ;< ■' • - •••; 

Chairman and Chief Executive'OffiC,elr .K v ; 
April 11998' :■■■ ■'"} y..\ /... ': i. r'Sy' : : 


American Stores Company 1997 Annual Report 










^ >^XF<^ltS>plV^MrvFood: ^ S 

■Xy-- r ^-;$ The rnissidn ;pf.^i^ej^can-iStof^-^^mpai^-:isi'lb.'^p/reirnier,'-- -;• 

national food'amfeiriig retailer^-distinguish our stores from th'e many ' 

. "‘ forms of : competition we face today, Ave~strive to ; identify customer needs 
v ^.: andipitef^rences, and provide attractive, modern sfores and merchandise , 
fo meet and exceed our custdmers' expedatiohs. We know-our customers - 
^ want^alue,,quality .and convenience. We kfrow they want>bt;oad selection 

of ipod; general merchahdise;an4pharm^acyj^pqe st;op. We a I so-know 
'Mi 7 V-v they msist dqrfresh^quaiity preduce. Many^irstorhers;Zalso desire^ quality/ r, 
ready-to-^;p;e^aired: meals^We"^ buiid"hnd operate pur food .store's jq be ^ 
yJ-. ^res|)^nsiye to these 'demands^ Driving sales ^nd retaining and growing, r ; 
zzyoijr: market sl)are through attention to;:our shoppers is key %tblour :N/yVv' 

V ^Stained long-term drowth!\; :V '.'-•Q A /: \.- x V' -'O ., . x 

./•/// .i; /:• - /;vZ-' / y/ f.v •. :.z /•'. : - . . • -• : ;• TV.. /.- •//. / .-v. ■ ... A 

' v ^ ' • -••••• s ~ 1 V ' Today's drug store customers expect convenience and A 

Shqp,pi.ng eas^:. Pharmacy will continue to be the .driverpf/drug 
stdre sales and drug retailers wili-havb tq% responsive to- 
^customer prescriptron needs/ ; .0ur dryg/sttire customers expect 
quick access to their prescrjpTions^ minimum wait times and :A- 
^eliracy in fiilirig prescriptions. They also expect constructive 
/feirtferactibn with our pharmacists ariti cohyer^pt prescription.. 
p. offering and bick-up. Store^sjze, layout; technology, drive-up 
,< access and location,are/key to meethig‘these needs, .'/-i; 

- ;/For.Amefican Stores, one of dirr^^ competitive advantages is 1 
A ^ur^qntbihation;St^^s/ • These; stores combine, a complete food 
store^ithj fuOcug stofe under one roof; with; 3 common front 
v v.: s ; /; ,. v . • —v: end checkout/. ^ combination store is most effective when if,. 

;v: ’ /; includes the .sepafate Identities of our. existing food and drug chains - like-Jewel bscO.and Lucky zSav-on( /This , 

: v :r / combination; succeeds-ih driving cross-over sales between the two. v side^ and presents .significant opportunities 
/'• /• / for .synergy*in 0 perating. costs/marketing, merchandisingdistribution and administration/ In addition, in 

A markets JWhere^wh;operate stand-alonb drugstores and 'combination stored/we have, a pharmacy netwofNha| is 

/. . 'r .currently/UnmafchedPy other supermarket pharjriacy operations. - ’ ... '• r-* ,-./• A 

Y.'-; I •• ; - - .a. .••' '.. /• .' ,v " ", "f .//,. • t 

////;/ . A n /a 4d i\i<> rt%| Js’t re n g t h rdf .ourphaipiacy pperati6n‘0etwofk is RxArtierica; a pharmacy benefits manage me r 

\; ; • company and. prescription.ma v ii-or.der^operatioh. RxAmerica, a goint^vehture With Longs Drug Stores, contracts 
/. ' with insurance companies and health plans to administer pharmacy benefits and to offer their participants a • 

.' /y' strong retail pharmacy network^ The.jo’iqt-- venfure provides an effective means of competing for important \ 

/ /v> ithird-pafty prescription business/' ' V- /■’/;:/;: ; -■ / >/.- /'•V/ v ;: ‘/;;v/k;, '; /■; / 7 'V- V: • '.•••'/ 

V /.• 4r. - h v *%■:« '".X ' - 

“The new Lucky Sav-on store is beautiful. The 
selection, layout, presentation and perishables 
„. are .much better than the older Lucky that this 
Z one replaced., It is also very convenient havim 
, : v I whole Sav-on right in theZs 
/ as the Lucky.” 
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f COSMETIC -A> ; 

i ps ■ ■ Vv 


r] :j ;J pg| g| GREETING 
LIQUOR 


3 r m i car d s 

; |! I FLORAL 
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Customer-Friendly Y* Combination Store , 

Store Formats... ' ' v 1 . . 

] 'p the diagl'a^'to / 'the rjght shows how we: ^ y V : 

.; , configure our new combmation ^tore v s. A^yoti c^h. V 
'.fy ■■ ; se|e, we offer x man> departments including grocery, 

produce',- deIr; meat, seatood jdairy frozen fobd and y v : 

• 1 V 'bakery;.- Our newsforegOffer jntaalsolution^;of y 

both tiofoa'rid^chilled prepared foods/ 6o ; the drug y •' 

> siide> we offer'a JdH/drug store; with genefdi/mer- 7 %:y 
' y^ ^aji^lise, s^aSonai prodgcfs, g^eetihg cardCyph N gJg-% 
r/^mjshing,^ 

•r couhtferdrugsv yitajrii^hsrahd of^rsei :pharm^cy. ; N ^ 

; .^y<; ;'Add[fiOrial customerservices. may include a x full- •■' -V-... . ... v . (/ ^., , A . . -.. r 

• r 'service bahk/video rental or dry-cleaner., The combination stores we build today are about 65,Op0 square feet . Vi. • 

c 'and offer a pprcTximately'sd, $00. different prod pots,; Our jqinily operated co m bin ation. stores /grow; sales, much; VV-yV 

f a stena nd^enWateiiig her £a les volumes tha n their trad rtion ah s u pe rma rkeh and stand -.a I o ne d rug sto re - , t ‘ 

. •} ■■ - 

'■ Ij 'V'' r ' -Y.->, '1 f ' v V . V . > •' w‘j'\ Y....'vY i: V Y . •••••• 4 ' '■ -;jx Y^Y-V- - / V Y • 

Free-Standing Drug Store :*> -V ...., We also knowthe convenience of a standalone drug. . 

, stereosimportant to ouf customers. This diagram fV'vy /r 
: 'K' ’ ; ^HH|HH^^^^Kj ; shows how we build-our- drug stores today. We have the 

Hi same drug store category offerings as in the com-' T 

: bination store, but this store is much smaller, about 

i M g Hyyj ^^Hl.: 16,500 square feet with about.30,GOO products. We 

' / seek sites that are free-standing- location^, not strip 

- ' ^^^H| nfiYfi9KSHEiEl centers, so we can provide .convenient access, parking 

; I Hi and a drive-up .pharmacy window-Whenever possibles ; V- ; ; 

y. ^H 11 ’HgHB' « | ^H^^^Hl Many of our .drug stores also, offer a food mart and 
HBHH|^H^^H||HBHHHJHp^ H^l^/n^Hpqie'hdjTie^h tosupplement ."• 

'■ /. ' “*■ 4 * the general merchandise business. We have 24 Health /jv v ; 

. t .••>. ; ^OV < ' X Ty : ' f Home centers within psco land'Savron dfug storesln' ; : ./ ' 

additjoo to st^_ durable medical equipment distribution centers. that ■ offer homedejiv.ery of items such as oxygen . : >; 

V ' .' concentrators, wheelchairs^ hospital'beds'.and^Infusion therapy equipment, y , ' '' : ; " y / ' y — 

NDuryiapitaj/expenditures w^re'$1.1^7 biljion jp l09?; WeYopenedsor acquired 33 nev/comhirtatioh stores, ' ' • T‘ 
. 7 supermarkets and 56 stand-alone drug sforesv While/we do not remodel nearly as rhany- stores as we. used: to," ■ • '. : 5 . 
yy:- ' we : compJeteCl 65 $tore remodels thi^ year and our.net Square footage expafision was^^fc ' -V ' Y ; : ' • v 

x x ' ' 1 •'. ' ^ y- , 

. Y new Jewel Osco'in my neighborhood is sp r ' , v 
ea^y to shop and they fiaye;everything! The 
x selection is great and I can get miy groceries, 

,/Y V - .-SL'j:? •• , ; y. II- - i L Y k. F'.~- 


COSMETIC 

■ -Y CHECKOUT ' • 


• •: -Y/- : . , ■ ,,x ' ._ 


1 P§ £ I; 


prescriptions, all my make-up arid even a hot 


Gerrj SrttallWodd 






Y\ -:' y > '• (- / 


Amerfcari Sfores chmpanfy igi?: Annual Refioii 

'fy ’'Y.^YYY..Y" -V- ; < ^Y.Y-;. h -,y y; 












1 In; Attractive Markejs 






Y : in the Philadelphia area, we. operate Acme 
M'a'rketsv ;We haye been^r^pbsitioning this chain 
i. V for four, years by building larger more'mo^erQ;. 
^ stores.. W§ currently 'operated combination / 

;' \ stores and'plan taadd about ICHrnore each yea 
! ■%; for the hdxtxfeur years'. , V 


I 7i^ 




We. ar^ rapidly, expanding ;otiMietwo.rK' 

.r^ LuckySav-on stores in both southern andi [... 
: - \ - • northern Califqrma/ • As of year-end wVy . 

; v ‘ operated .40 of these stores in California and, 
.j\t ; New• Mexico/and. ()lan-to open approxiniately 

h\ 40 mote oyer the nexitwa,years.' ;-Y 


^ ’s .„ | ‘-i,i' Y’ v j^' r ' •/£$| 


OuV$tore base js rovyinjgr with tbe gr^erChjicago 
market arei.f : We recently expanded our;Jewerpsco 

sfafesytii)■. 



[ $ o* ] 9 ] 




\ . '%*&? f ' 


; . ’ ' goffer;a;btc/ad}pharmacy network consisting bf over/l,1.00 : phar,maci£sin stand-alone. d/;u^^^ .u 

' l'l.Y stores and superm arkets. Osco 'and Sav-on stores are located in Califomia, Chicag^tNey/^Englaind ahd other area^in ;,r 
, v ; the Southwest and Midwest;." lit; 1997 our pharmacy sales in comparable stores increased tl.;5?/« ; ovXthe- prior year ;'y‘< 
; Free-standing corner stores like those Shown above-are.built around ourcombination store network^, provide critical 1 'i> 
7 •; market density. This i$ jm^ortanUn: cowing pharmacy ‘sales that are rfeift»b^se<^thrpugh third-party, ir^uranfee and 
health plans. During^ 1997'American Drug Store pharmacies'filled approximately 80 million prescriptions. \ 


! .• /-tV - f;Y 7 .' 
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Building Customer Loyalty 


>\V'i 



.. 

i "We.strive to develop sttjong^reIatio/isl^ips yvith our customers X- vv :N j^.:■ 
to keep themloyal to our stores. Ode my,m accomplish this)is" ? ' "7 

through our customer loyalty card program* >Most of. our stores \y-7_. / 
goffer loyalty c^rds that ^ntitje tfehblders to added sayings, 
automatic coiupon discounts, Tree items, prizes, and mpre. We -;,V 
;,npwh% approxima)ejy : 2p.million bards in' circulation -7 V: V 

nationwide, and 1 over 80%.'ofou|r supermarket; and Combination. •?' ; 

••"stpre sales.^re to cardholders: ,3We havd been a leader iri;c V:' ^/c7 ;w 

Vacating our.card program,an| believe we have the most- ;&:V. 
extenligand, sophisticated card, system inl^e industry:^ < > 4.. > V. • 7- V 

l /. • TKfcusjbm^^ the£ \ I 

:cards : alipVs h$; to taildr-otir^a<dyc;rti$i'ng efforti bf^ed^n pur ; v f .V- 
X' customers’ pfeferences^Wp analyze thejshppping patterns and purchasing statistics so We can marketsto ^ vt - 
specific custpnferv needs: Quif new l^eveiaf deei^ipp-support; ; ' v : 1 v / 

(system Was dwelo^d internally at American StbreS add\ - v 
allows us to use the data efficiently ip.formulating customer-' X 
specific marketing plans. This abi|ity.is particularly useful in ^ 
our cpnilMn<it1^n^sfores:'4^c>^exanipl^ 'yyr^-ca'nJld4ntHy: ; : V”- 7 - 
customers that arbv£U%otly only_shoppirtg7onb-side of the 
sjorb. If a group of customersls buying primarily food- ) 7>X7 
products, we can tailor difect-maihmarketipg that introduces . 
v them' toCpu r' ge n era I merchandise, pharmacy on photo- \ 

. finishing departments., in/additiomto-markdtingsto existing 7 
Customers,.we are also starting^© run our customer data " fc' 
against external' lists, to find-people living close to our Stores ' 

1 that dpTibt sbpp with us. We_.can.|hen offer them direct 
incentiveslo visit bun stores and become ney/ customers,).; 

Another behefit of t^cards is they can'rdduce^our pro-;/ 
motional expensje when we offer attractive-item discpugtS- ^7 
Because y/e can electrohicafly monitor the number of sale 

+A 1 n-iv+I<■■ ■ l-i>. /iiAa iviVv^ iua I 


items 'sold to/a particula.rxustpriTe^we can erifopce^qtiahtity-^irditsX^In this yyayi -we satisfy' pur loyal customers ? 
and af^he same time/reduce the nunjber bf customers .whd joply ^hbp N our stores To buy large 1 quanfifieipf sale 
items. The 1 loyalty .card program is ! ap ipvestmen\ fn ojur ciiit6me$. PrQvidbg discQunts:a 
contribute toward increasing pur average transaction size ahd strengthening our market share^ A x 




777 


; '“Lucky Sav-on prices are very low - lower than 
- other stores. 'Their, quality is also better and that’s \7-v 
why I shop here. Their Rewards, card gives me ; . r 7 
great savings and there are lots of new item$ every 7' 
week on special with the card. The ad mailed to 
my house shows me exactly which items are on a. 
card discount;” 7 t v7 







4\ 


:A • 7 


Tony Pferez 




• \r 
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I :=... . v oupsy.we ttegan buying 
^ A / : one company witfi one voice. Tnisjias enabled to achieve prdcurenient savin^S/Oivmany items above and ' 

; beyond the best priCing.o^ined By any of our divisions functioning Nependently^Jhisxonsoiidafidrv, ■ '* 
represents a njijestohe for Airie'ficah.Stores. -. ]y 

I ,, ^ \ • j <* * '■ ^ \ V / # ‘ V/ • ^ V , '* • 

(h: m :,We are close to completing the consolidation gf four/ ' 

9 e nera[.mer ; cli|ndis| warehouse^in southern California‘intc 
V'-Vc < i[; i pne. This i^another majpr accompiishijient'as it. wilfesave 
; : - ^significant costs an^hel^to keep; inierftory at o^tfmat - 

\ r .> : J[Q jeveis, Our t(ucks from this Waretio use will servicecl.ur • 

■ :: ,/v v store.s throughout California^:Nevada; Arizona and J Ne\y T 
•; Mexico. Through consolidation and new computer systems 
we are driving),our;disti"ib s utiqn costs jbwer./:,\ .. 1 


t v' -V-'.' 'J Technology pjays'a key rolje In our investment ^lan for ,i ■ 

1 the'future. We have beeoaggreisively upgrading systems;'"v ^ - v ^- v - v -. 

. ;• thfoughout^ou; organization.\ We : now-haVe Common platforms for most applications across all our division$; 7 ani - 

v b are rapidly expanding ? qqr decision support capabilities. These systems wii!.allow u$\mse information quickly:; ,:/ 

■• v -- -- x v • ■ —_ - . and 7 efficiently to-make better business decisions. .-'V - 

vmt " T 1 V‘m v ii n "IT i working to complete the integration^' . " 

of,our supply-chain pfocessesa'nd systems. We haye successfully 
-completed many initiatives thatwPead us tO/t{iisvujtimate goal' tmm 
,;0ur entire syppjy-chain is managed by procurement/and dis- ' v >r-/ 
(. tributipn. teams in our headquarters in Salt .Lake City. A central' ' 
marketing group is also curr^i^tly organizing. tV^eihave elirninated 
. .many redundancies in our organization and are working to acfeve ' 
additional economies of scale. We ate convinced .nowthbte fhbn i 

PVPr hpfftrp thaf s nnr C^lf-^nrvCrtliHa-fino ar\/i ovtnnrlim’ - 


investments oyer the past,several years, have placed us in ^position "; 
to be more competitive iri oufindusfry and^yvill keep our cosfv 
structure as low as^possible: x * 

^ -V \For our customers/oursuppJy<hain v im.provements and e|fif' 


; ■ H-y : aencies are manifested in our consistent, high-quality prodgds; our reliable in-stock position's and our low, 

"iC " V competitive pricipg. Savings that we realize through buying and distribution efficiencies are often Jiven back to. 


“I / 




K ‘ freshest produce, meats and breads. It doesn’t 
V matter which day of the week I shop or what time 
/ 5 / of day it is. The quality of the perishables is con- 
■ sistently high. They carry what I need and nnunr 


mi 












KKS^gfl 


- Strengthening our Associ^s and Diversity 

> Vr;; .^v .our associates at AmericamSforesare annntegral part of our.success v /WeJ:ake pride in tKe;_quality of our. ' 
>f. •} V^(as^tiatW^nd^^orkir^as-a team to 0 uf Company Wthe significantly in / 

■ ' l 'recruitirtgV and^mehtdtins pr^ We formed an^4“ cat ^ n 4 ‘o^Salt Lake City head-: <yy 

- v quarters called "American Stores University.” Tjiis group of trainer^ provides broad and in-depth education and " 

.^ S ^ ^ '' ’ " ’ ' vA '' '- v ‘ v - 


’associates-at. all feyels.y/. 
■ N {y ,x/ areas stretching from sW n : ^ 
r - \nrtercfondi^rrjg fd■technology-.£ 

. M >. ... - .to associate team building:. <y 
y- : . ^ Tb 'nurture-a consistent inflow^: 

- ^ -1 / of ; new:ta!ehtto the - 

v,-. .:; v v .. ^Company; we^Iso-offer .;: ;~ 

y; " internships ^nd scholaVsbjps • 

; ;f < V '^ 'through' manycolieges'and\-- 
'Universities £atn year toy ,•. y y 
.• f .. -V/ x ^ students of retail : • yy; ■ 

' > y-:.y'•: m t an|gemeitf, : pharmacy aridy .' 
ti/ ^ ‘ /. otliierdjs^r^sv '\A C { " * 


M -r "••• V TS; , 

'V 



f l n 

I i 





.Our-management.... 7 . ,-y ,• ,; c ; / . ?•.y ^ v/ v ' 1 

' ■ associates have an important stake in American Stores, .eombl^^ex.^n-approxiipate^^pf - 'y . 

standing'shares of'fhe^ompanyK-Our associates,' if eligible, rriay purchase Comp'ariy stock through an Employee / 

y k our profit sharina retirement ,plah*;N^ ' • y . ?• 


$r : , mm 

mim, 

W>H:m 


y;. standing shares, or tne.sLompany^'Uur .associajes, u euyiuiK, ?”K7m vv ? y ; 

' \ S?ock Rirrchaise Rian ahjcl^hrouigh l our Pt$>fii ; s^rin[g_cetirement s plan^l^earjy ?aH Corn^>an^officeareyyyy Qyfv-yy 
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The following consolidated selected financial data of the Company for the last five fiscal years should be read in con¬ 
junction with the consolidated financial statements and related notes appearing on pages 20 to 30 of this report. 

Comparisons of operating results between fiscal years 1993 to 1997 are difficult due to the Company’s disposition of 
stores. These include the disposition of 45 Acme Markets stores in the fourth quarter of 1994 and the 33-store Star 
Market food division in the third quarter of 1994. These disposed of stores generated sales in the amounts of $.8 billion 
and $1.2 billion in 1994 and 1993, respectively. In addition, all years included 52 weeks except for 1995, which included 
53 weeks. 


(In thousands of dollars, except per share data)(l) 1997 

1996 

1995 (2) 

1994 

1993 

Sales 

$19,138,880 

$18,678,129 

$18,308,894 

$18,355,126 

$18,763,439 

Earnings before extraordinary item 

$280,620 

$287,221 

$316,809 

$345,184 

$262,090 

Extraordinary item - early retirement of 
debt - net of taxes 





(15,000) 

Net earnings 

$280,620 

$287,221 

$316,809 

$345,184 

$247,090 

Basic earnings per share before extraordinary 
item (3) 

$1.02 

$.98 

$1.08 

$1.21 

$.92 

Extraordinary item - early retirement of 
debt - net of taxes (3) 





(-05) 

Basic earnings per share (3) 

$1.02 (7) 

$.98 (8) 

$1.08 

$1.21 (9) 

$.87 

Diluted earnings per share (3) 

$1.01 m 

$.98 (8) 

$1.08 

$1.17 (9) 

$.85 

Basic average shares (3) 

276,409 

291,776 

293,887 

285,534 

284,403 

Diluted average shares (3) 

277,769 

292,651 

294,465 

301,889 

301,190 

Cash dividends declared per share 

$.35 

$.32 

$.28 

$.24 

$.20 

Total assets 

$8,536,015 

$7,881,405 

$7,362,964 

$7,031,566 

$6,927,434 

Total debt and obligations under capital leases 

$3,302,905 

$2,679,147 

$2,240,168 

$2,205,291 

$2,167,999 

Total capital expenditures (4) 

$1,157,342 

$1,065,436 

$823,068 

$572,575 

$652,928 

Store count (5) 

1,557 

1,529 

1,497 

1,448 

1,547 

Selling area square footage (000's) (6) 

35,114 

33,823 

32,523 

31,179 

32,727 


(1) Restated as necessary to reflect the July 1997 two-for-one stock split 

(2) 53-week fiscal year 

(3) The earnings per share amounts comply with Statement of Financial Accounting Standards No. 128, Earnings Per Share 

(4) Amount includes capitalized leases and the net present value of property, plant and equipment leased under operating leases 

(5) Includes jointly operated combination stores counted as one store 

(6) Selling area square footage was 74% of total retail square footage in 1997 

(7) Includes non-recurring items related to the repurchase of a major shareholder's stock and the sale of a division of the Company's communications 
subsidiary totaling $.14 per share of expense 

(8) Includes special charges totaling $.21 per share of expense 

(9) Includes non-recurring items totaling $.19 per share of income 

NOTE: The fiscal year of the Company ends on the Saturday nearest to Januaiy 31. All references herein to “1997", “1996”, “1995”, “1994” and 
“1993” represent the fiscal years ended January 31,1998, February 1,1997, February 3,1996, January 28,1995 and January 29, 1994, respectively. All 
years include 52 weeks except for 1995, which included 53 weeks. 
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Results of Operations 

Comparisons between years are rendered difficult due to the fact that not all fiscal years being compared were the 
same length; the 1995 fiscal year included 53 weeks while the 1997 and 1996 fiscal years included 52 weeks. 

Total sales increased to $19.1 billion in 1997 from $18.7 billion in 1996 and $18.3 billion in 1995. The total sales 
increase was 2.5% in 1997 and 2.0% in 1996. Adjusting for the extra week in 1995, total sales would have increased 
4.0% in 1996. Comparable store sales (sales from stores that have been open at least one year, including replacement 
stores) increased in 1997, 1996 and 1995 by .9%, 3.3% and 1.4%, respectively. The improvement in total sales in 1997 
is primarily due to the increase in net square footage during the year. During 1997 the Company opened 96 stores and 
closed 68 stores resulting in a net increase of 28 new stores and an increase in retail square footage of 4.2%. 

Comparable store sales in 1997 were lower than previous years, despite a strong increase in pharmacy department sales, 
due to food price deflation, increased competitive new store openings and promotional activity. Comparable store sales in 
1997 in the pharmacy departments increased 11.5% for the year. The 1996 increase in total and comparable sales was 
primarily the result of increased capital spending and effective marketing efforts, including customer loyalty cards and 
targeted marketing promotions. Total and comparable sales in 1996 also increased due to the impact of a nine-day labor 
dispute in the first quarter of 1995. 

Gross profit as a percent of sales was 26.6% in both 1997 and 1996 and 25.9% in 1995. Gross profit in 1997 
improved due to lower cost of goods resulting from centralized buying and a more profitable product mix. However, 
increased competition, additional expenses associated with warehouse consolidations in southern California and increased 
sales of third-party prescriptions and name-brand drugs, which yield lower margins, offset these improvements. The 
increase in 1996 gross profit over 1995 is primarily due to benefits realized from centralized procurement, better product 
mix and lower warehousing costs. Advertising expense also decreased in 1996 due to the shift from newspaper and print 
advertising to direct mail targeted marketing. These improvements were partially offset by lower pharmacy margins due to 
a shift from cash to lower margin third-party customers. The annual pre-tax LIFO charge to earnings amounted to $2.4 
million in 1997, $11.4 million in 1996 and $12.8 million in 1995. 

Beginning in the fourth quarter of 1997, the Company reclassified certain expenses as operating and administrative 
expense and restructuring and impairment that were previously classified below operating profit. Prior periods have been 
reclassified to conform to the current year presentation. 

Operating and administrative expense as a percent of sales was 22.6% in 1997 and 1996 and 22.1% in 1995. 
Although the Company made improvements in expense control due to lower insurance costs, lower health and welfare and 
pension costs and benefits from renegotiating a new in-store banking service, higher fixed costs due to the increased 
number of new stores offset these improvements. The increase in 1996 over 1995 is primarily due to increased costs 
associated with new stores, offset in part by lower self-insurance costs, better overall cost control and improved sales. 
Fiscal 1995 operating and administrative expense benefited from the early termination of a labor contract resulting in the 
immediate recognition in 1995 of certain health and welfare savings which were being recognized over the life of the old 
contract. 

Restructuring and impairment in 1997 of $13.4 million related to charges from the sale of a division of the Company’s 
communications subsidiary. 

In 1996 the Company recorded special charges aggregating approximately $100.0 million before taxes, or $.21 per 
diluted share, related primarily to its re-engineering initiatives. The initiatives are designed to transform the Company from 
a holding company to a unified operating company. The special charges are included in cost of merchandise sold ($10.0 
million), operating and administrative expense ($12.9 million) and restructuring and impairment ($77.1 million). The 
components of the charge include: warehouse consolidation costs, administrative office consolidation costs, asset 
impairment costs, closed store costs and other miscellaneous charges. Cash expenditures are estimated to approximate 
$40.0 million of which $25.3 million was paid through the fourth quarter of 1997. The Company had recorded a charge of 
$15.5 million related to termination benefits to be paid to an estimated 445 people. At year-end 1997, the Company 
estimated that a total of 550 people would be terminated at a cost of $16.8 million. Severance costs of $10.7 million 
were paid in connection with the consolidation and 407 people were terminated. In 1997 the Company continued its plan 
to close and consolidate its warehouses and offices and sublease unutilized space where possible. The warehouse and 
office consolidation efforts were originally projected to be completed during 1997. Due to delays, these projects will be 
completed during 1998. 
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The following table details the components of the reserve: 


(In millions of dollars) 

Original 

Reserve 

Balance 

Activity 
to Date 

Reserve 

Adjustments 

Reserve 

Balance 

1/31/98 

Warehouse consolidation 

$ 26.4 

$30.6 

$ 8.0 

$ 3.8 

Office consolidation 

26.3 

5.6 

(5.5) 

15.2 

Asset impairment 

26.4 

23.9 

(2.5) 


Closed store costs 

12.9 

12.9 



Other 

8.0 

8.0 



Total 

$100.0 

$81.0 


$19.0 


Operating profit increased 15.1% in 1997 and decreased 4.9% in 1996. Total operating profit was 4.0% of sales in 
1997, 3.6% of sales in 1996 and 3.8% of sales in 1995. Operating profit excluding restructuring and impairment and 
special charges was 4.1% of sales in 1997 and 1996 compared to 3.8% of sales in 1995. 

Interest expense increased in 1997 due to higher debt levels primarily from the Company’s financing of the repurchase 
of shares from former chairman L.S. Skaggs and related parties in April 1997 (the Repurchase), as well as increased capital 
expenditures. Increases in 1996 interest expense were primarily due to increased borrowings. 

The caption “Shareholder related expense” in 1997 of $33.9 million includes charges related to the secondary stock 
offering of shares held by former chairman L.S. Skaggs and related parties (the Secondary Offering). 

The Company’s effective income tax rates were 46.4% in 1997, 43.1% in 1996 and 42.5% in 1995. The increase in 
the 1997 effective tax rate is primarily due to the non-deductibility of expenses related to the Secondary Offering. The 
increase in the 1996 effective tax rate is due to lower earnings caused by the special charges, the impact of goodwill charges 
and lower tax credits. 

The Company’s basic earnings per share were $1.02, $.98 and $1.08 in 1997,1996 and 1995, respectively. Diluted 
earnings per share amounted to $1.01, $.98 and $1.08 in 1997,1996 and 1995, respectively. The Company adopted 
Statement of Financial Accounting Standards No. 128, Earnings per Share, as of year-end 1997. Prior periods have been 
restated and there was no material affect on the Company’s earnings per share. 

Liquidity and Capital Resources 

Cash provided by operating activities was $855.0 million, $497.8 million and $609.1 million for 1997,1996 and 1995, 
respectively. The 1997 improvement of $357.3 million was primarily the result of managing vendor payments. 

Cash capital expenditures amounted to $996.3 million in 1997, $943.1 million in 1996 and $772.6 million in 1995. 
Additional capital expenditures represented by the net present value of leases amounted to $161.1 million in 1997, $122.4 
million in 1996 and $50.5 million in 1995. 

The following table shows store counts for new, remodeled and closed stores: 

Projected 



1998 

1997 

1996 

1995 

New 

75 

96 

99 

87 

Remodels 

90 

65 

84 

198 

Closed 

50 

68 

67 

38 


Capital expenditures for fiscal 1998, including the net present value of leases, are expected to approximate $1.0 billion 
and will be funded through cash flows from operations, credit facilities and other long-term borrowings. The Company has 
no material commitments for capital other than those related to its capital program. 
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On April 8, 1997, the Company (i) repurchased 24.4 million shares of its common stock from former chairman L.S. 
Skaggs and certain Skaggs family members and charitable trusts (the Selling Stockholders) for an aggregate price of $550 
million and (ii) sold 4.6 million shares of common stock for net proceeds of $95.9 million pursuant to the exercise of an 
over-allotment option by the underwriters in connection with a public offering of 30.8 million shares by the Selling 
Stockholders. On April 8, 1997 the Company also recorded non-recurring charges totaling $33.9 million related to 
expenses incurred by the Selling Stockholders which were reimbursed by the Company. 

On March 28,1997, the Company increased the capacity of its revolving credit facility to a $1.5 billion five-year 
revolving credit facility which expires in 2002, in order to finance the $550 million repurchase of common stock from the 
Selling Stockholders and for general corporate purposes. The Company has a $1.0 billion commercial paper program 
supported by the $1.5 billion revolving credit facility and $330 million of uncommitted bank lines, which are used for 
overnight and short-term bank borrowings, and $1.0 billion in availability under a universal shelf registration statement, of 
which $500 million has been designated for the Company’s Series B Medium Term Note Program. Subsequent to year-end 
and as of March 31,1998, the Company had issued $145 million under the Program. At year-end 1997, the Company had 
$512 million of debt outstanding under the credit facility, $717 million outstanding under the commercial paper program 
and $229 million outstanding under uncommitted bank lines, leaving unused committed borrowing capacity of $42 million. 
The average annual interest rates applicable to the debt issued under or supported by the revolving credit facility were 5.9% 
in 1997, 5.7% in 1996 and 6.2% in 1995. 

On May 2, 1997, the Company issued $300 million of debentures consisting of $100 million of 7.9% debentures due 
May 1, 2017 and $200 million of 7.5% debentures due May 1, 2037. The $200 million, 40-year debentures are 
redeemable at the option of each of the registered holders on May 1, 2009. Net proceeds were used to refinance short¬ 
term variable rate borrowings and for general corporate purposes. 

On July 3,1997, the Company entered into a $200 million term loan agreement. The underlying notes bear interest at 
an average rate of 6.3% and mature July 1, 2004. Net proceeds were used to refinance short-term variable rate 
borrowings and for general corporate purposes. 

During 1997 the Company repaid a $160 million (22 billion yen) loan. The net increase in debt, including capitalized 
leases, was $623.8 million and $439.0 million in 1997 and 1996, respectively. The increases are due to changes in 
working capital, increased capital spending and repurchases of common stock, including the repurchase of 24.4 million 
shares from the Selling Stockholders in 1997. 

In June of 1996, the Company replaced its existing stock repurchase program with a new repurchase program which 
authorizes the repurchase of up to four million shares of common stock (not including the repurchase of shares from the 
Selling Stockholders). There were no repurchases of common stock under the repurchase program during 1997, and as of 
January 31, 1998, an additional 3.9 million shares remained authorized for repurchase. 

Working capital amounted to $140.4 million at year-end 1997 compared to $364.8 million at year-end 1996 and 
$96.3 million at year-end 1995. Working capital benefited from higher accounts payable at the end of 1997 primarily due 
to the management of vendor payments at the end of the fiscal year. 

The Company’s ratio of total debt (debt plus obligations under capital leases) to total capitalization (total debt plus 
common shareholders’ equity) amounted to 58.9%, 51.4% and 48.8% at year-end 1997, 1996 and 1995, respectively. 

The Company believes that its cash flows from operations, supplemented by its revolving credit facility, uncommitted 
credit facilities, other long-term borrowings, availability under a universal shelf registration statement and its ability to 
refinance debt, will be adequate to meet its presently identifiable cash requirements. 

Quantitative and Qualitative Disclosures About Market Risk 

The Company’s major market risk exposure is changing interest rates. From time to time, the Company hedges against 
changes in the yield of U.S. Treasury securities used for determining the interest rate on anticipated public debt financing of 
the Company using treasury lock, swap, or similar agreements, usually in notional amounts less than the total amount of 
the anticipated debt issue. These hedging transactions are generally in effect for a period estimated to expire concurrent 
with the anticipated debt issue. The objective of these derivative transactions is to reduce the Company’s exposure to 
changes in interest rates, and each transaction is evaluated periodically by the Company for changes in market value and 
counterparty credit exposure. 
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During 1997 the Company entered into a $300 million five-year LIBOR basket swap and a $100 million treasury rate 
lock. The LIBOR basket swap agreement diversifies the indices used to determine the interest rate on a portion of the 
Company’s variable rate debt by providing for payments based on an average of foreign LIBOR indices which are reset every 
three months and also provides for a maximum interest rate of 8.0%. The Company recognized income of $.5 million in 
1997 related to this swap. The treasury rate iock agreement was entered into for the purpose of hedging the interest rate 
on a portion of the debt the Company anticipates issuing in 1998 under the universal sheif registration statement. The 
treasury iock fixed the rate on the 30-year treasury bond at 6.0% and expires March 31,1998. 

During 1996 the Company entered into an interest rate swap agreement with a notional amount of $200 million for the 
purpose of hedging the interest rate on a portion of the $300 million of debentures the Company issued on May 2,1997 
under the Company's previous shelf registration statement. The swap was terminated in connection with the issuance of the 
debentures, and the Company realized a net gain of $6.2 million, which is being amortized over the term of the debt as a 
reduction to interest expense. 

On October 14,1997, the Company prepaid a foreign loan in the principal amount of 22 billion yen {$160 million U.S.) 
bearing interest at a yen interest rate of 6.0% and terminated the related interest rate and currency exchange swap 
agreement that fixed the interest rate and eliminated the risk of currency fluctuations. The Company incurred a net loss of 
$.7 million in connection with the prepayment of the loan and termination of the swap agreement. 

The Company is exposed to credit losses in the event of nonperformance by the counterparties to its swap agreements. 
Such counterparties are highly-rated financial institutions and the Company anticipates they will be able to satisfy their 
obligations under the contracts. 

There have been no material changes in the primary risk exposures or management of the risks since the prior year. 

The Company expects to continue to manage risks in accordance with the current policy. 

Interest Rate Sensitivity 

The table below provides information about the Company's derivative financial instruments and other financial 
instruments that are sensitive to changes in interest rates, including interest rate swaps and debt obligations. For debt 
obligations, the table presents principal cash flows and related weighted average interest rates by expected maturity dates. 
For interest rate swaps, the table presents notional amounts and weighted average interest rates by expected (contractual) 
maturity dates. Notional amounts are used to calculate the contractual payments to be exchanged under the contracts. 


(In thousands of dollars) 

1998 1999 2000 

2001 

2002 

Thereafter 

Total 

Fair Value 
@ 1/31/98 

Liabilities 

Long-term debt, including current portion 
Fixed rate 

Average interest rate 

$81,407 $34,086 $154,946 
8.6% 8.8% 7.8% 

$25,419 

10.7% 

$271,554 

9.4% 

$1,216,854 

7.7% 

$1,784,266 

8.0% 

$1,932,708 

Variable rate 

Average interest rate 

$11,000 

5.9% 


$1,446,899 

5.9% 


$1,457,899 

5.9% 

$1,457,899 

Interest Rate Derivative Financial Instruments Related to Anticipated Long-term Debt Offering 

Interest rate swap 

Pay fixed/Receive variable $ 100,000 

Average pay rate 6.0% 

Average receive rate 5.9% 


$100,000 

$(644) 

Interest Rate Derivative Financial Instruments Related to Long-term Debt 
Interest rate and currency swap 

Pay variable (8% cap)/Receive variable 

Average pay rate 

Average receive rate 


$300,000 

6.5% 

5.8% 


$300,000 

$(6,704) 


American Stores Company 1997Annual Report 















Year 2000 

The efficient operation of the Company’s business is dependent in part on its computer software programs and 
operating systems (collectively. Programs and Systems). These Programs and Systems are used in several key areas of the 
Company’s business including store operations, merchandise purchasing, inventory management, pricing, sales, warehousing, 
transportation and financial reporting, as weii as in various administrative functions. The Company is in the process of 
updating its Programs and Systems for Year 2000 compliance. The Company has also been communicating with its vendors, 
financial institutions and others to assess the status of Year 2000 conversion of their systems since the failure to make their 
systems Year 2000 compliant could have an adverse affect on the Company's operations. 

Based on present information, the Company believes that it will be able to achieve such Year 2000 compliance through 
a combination of modification or replacement of some existing Programs and Systems. The Company expects that the 
expenses associated with achieving Year 2000 compliance will be approximately $25 million. The Company has spent 
approximately $16.5 million on Year 2000 compliance through March 31, 1998. No assurance can be given that the 
Company’s efforts nor those of its vendors, financial institutions and others who interact with the Company will be 
successful. 

Environmental 

The Company has identified environmental contamination at certain of its store, warehouse, office and manufacturing 
facilities (related to current operations as weii as previously disposed of businesses) which are primarily related to 
underground petroieum storage tanks (USTs) and ground water contamination. The Company conducts an on-going program 
for the inspection and evaluation of new sites proposed to be acquired by the Company and the remediation/monitoring of 
contamination at existing and previously owned sites. The Company anticipates that aii USTs will be in compliance with 
1998 UST upgrade requirements established by the Environmental Protection Agency. Although the ultimate outcome and 
expense of environmental remediation is uncertain, the Company believes that the required costs of remediation, UST 
upgrades and continuing compliance with environmental laws will not have a material adverse effect on the financial 
condition or operating results of the Company. 

Inflation 

In recent years, the impact of deflation or inflation on the Company’s results of operations has been moderate. As 
operating expenses and inventory costs change, the Company adjusts its retail prices accordingly. 

The Company uses the UFO (last-in, first-out) method of accounting for the majority of its inventories. Under this 
method, the cost of merchandise sold reported in the financial statements approximates current costs and thus reduces the 
distortion in reported earnings due to increasing costs. 

The historical costs of property, plant and equipment recorded by the Company were incurred over a period of several 
years. The cost of replacing property, plant and equipment is generally greater than the cost on the books of the Company 
as a result of inflation that has occurred over the years since the property, plant and equipment were placed in service. 

Stock Split 

On June 17,1997, the Board of Directors of the Company declared a two-for-one stock split of the Company’s common 
stock. The split was payable July 16,1997, to shareholders of record on July 1,1997. All share and per share information 
has been restated to reflect the stock split. 

New Accounting Standard 

Statement No. 131, Disclosure about Segments of an Enterprise and Related Information, was issued by the Financial 
Accounting Standards Board in June 1997, effective for fiscal years beginning after December 15,1997. The Company has 
determined that it will continue to have only one reportable segment. 

Preferred Share Purchase Rights 

On March 18,1998, the Preferred Share Purchase Rights issued pursuant to a Rights Agreement, dated March 18, 

1988, as amended, expired in accordance with their terms without renewal or extension. 
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eU Ernst &Young llp 


Shareholders and Board of Directors 
American Stores Company 

We have audited the accompanying consolidated balance sheets of American Stores Company and subsidiaries as of 
January 31,1998, February 1,1997 and February 3,1996, and the related consolidated statements of earnings, 
shareholders’ equity and cash flows for each of the three fiscal years in the period ended January 31,1998. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis¬ 
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of American Stores Company and subsidiaries at January 31,1998, February 1,1997 and February 3, 
1996, and the consolidated results of their operations and their cash flows for each of the three fiscal years in the period 
ended January 31,1998, in conformity with generally accepted accounting principles. 


March 18,1998 
Salt Lake City, Utah 
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(In thousands, except per share data) 

Sales 


52 weeks 
1997 


52 weeks 
1996 


53 weeks 
1995 


Cost of merchandise sold, including warehousing and 
transportation expenses 

Gross profit 

Operating and administrative expenses 
Restructuring and impairment 
Operating profit 
Other income (expense): 

Interest income 
Interest expense 
Shareholder related expense 
Total other income (expense) 

Earnings before income taxes 
Federal and state income taxes 
Net earnings 
Basic earnings per share 
Diluted earnings per share 

Average number of common shares outstanding 
used for basic earnings per share 

Dilutive common stock options 
Average number of common shares outstanding 
used for dilutive earnings per share 

Outstanding employee stock options having 

no dilutive effect (exercise price $23.72-$25.00 per share) 

See notes to consolidated financial statements 


$19,138,880 

$18,678,129 

$18,308,894 

14,039,263 

13,713,151 

13,558,690 

5,099,617 

4,964,978 

4,750,204 

4,317,576 

4,220,187 

4,048,490 

13,400 

77,151 


768,641 

667,640 

701,714 

5,647 

8,470 

8,747 

(216,710) 

(171,558) 

(159,545) 

(33,913) 



(244,976) 

(163,088) 

(150,798) 

523,665 

504,552 

550,916 

(243,045) 

(217,331) 

(234,107) 

$ 280,620 

$ 287,221 

$ 316,809 

$1.02 

$.98 

$1.08 

$1.01 

$.98 

$1.08 

276,409 

291,776 

293,887 

1,360 

875 

578 

277,769 

292,651 

294,465 

4,350 
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(In thousands of dollars, except per share data) 

1997 

Year-end 

1996 

1995 

ASSETS 

Current Assets 

Cash and cash equivalents 

$ 47,794 

$ 37,467 

$ 102,422 

Receivables 

399,319 

318,878 

319,688 

Inventories 

1,714,229 

1,725,542 

1,572,242 

Prepaid expenses 

71,855 

66,510 

69,098 

Deferred income tax benefits 

28,583 

18,099 

20,517 

Total Current Assets 

2,261,780 

2,166,496 

2,083,967 

Property, Plant and Equipment and Property Under 

Capital Leases, at cost 

Land 

779,873 

636,068 

597,804 

Buildings 

2,325,388 

1,980,660 

1,582,485 

Fixtures and equipment 

2,877,019 

2,616,786 

2,415,479 

Leasehold improvements 

831,364 

781,454 

736,682 

Less accumulated depreciation and amortization 

6,813,644 

2,552,723 

6,014,968 

2,361,255 

5,332,450 

2,126,550 

Net Property, Plant and Equipment 

4,260,921 

3,653,713 

3,205,900 

Goodwill, net of accumulated amortization 

1,611,812 

1,665,242 

1,722,892 

Other Assets 

401,502 

395,954 

350,205 

Total Assets 

$8,536,015 

$7,881,405 

$7,362,964 

LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current Liabilities 

Accounts payable 

$1,186,845 

$ 851,285 

$ 996,354 

Accrued payroll and benefits 

301,656 

325,806 

331,843 

Current portion of self-insurance reserves 

108,263 

121,144 

153,464 

Income taxes payable 

11,293 

21,290 

17,292 

Other current liabilities 

412,342 

416,153 

353,598 

Current maturities of long-term debt and 
obligations under capital leases 

100,935 

66,003 

135,152 

Total Current Liabilities 

2,121,334 

1,801,681 

1,987,703 

Self-insurance Reserves, less current portion 

390,661 

403,981 

434,028 

Deferred Income Taxes 

349,041 

348,846 

365,978 

Other Liabilities 

163,927 

178,326 

115,743 

Long-term Debt and Obligations Under 

Capital Leases, less current maturities 

3,201,970 

2,613,144 

2,105,016 

Shareholders’ Equity 

Common stock of $1.00 par value, authorized 

700,000,000 shares; issued 299,778,472 shares 

299,778 

299,778 

299,778 

Additional paid-in capital 

269,205 

212,672 

195,229 

Retained earnings 

2,320,322 

2,136,744 

1,942,874 

Less cost of treasury stock; 26,171,962 shares 
in 1997, 7,949,190 shares in 1996 and 

6,882,902 shares in 1995 

(580,223) 

(113,767) 

(83,385) 

Total Shareholders’ Equity 

2,309,082 

2,535,427 

2,354,496 

Total Liabilities and Shareholders’ Equity 

$8,536,015 

$7,881,405 

$7,362,964 


See notes to consolidated financial statements 


American Stores Company 1997Annual Report 








(In thousands of dollars) 

52 weeks 

1997 

52 weeks 

1996 

53 weeks 
1995 

Cash Flows from Operating Activities: 

Net earnings 

Adjustments to reconcile net earnings 

to net cash provided by operating activities: 

$280,620 

$287,221 

$316,809 

Depreciation and amortization 

468,869 

440,445 

404,562 

Net (gain) loss on asset sales 

(772) 

265 

(3,219) 

Self-insurance reserves 

(26,201) 

(62,367) 

(56,222) 

Other 

(Increase) decrease in current assets: 

(100,078) 

59,654 

(92,688) 

Receivables 

(80,441) 

810 

(32,694) 

Inventories 

11,313 

(152,920) 

(54,645) 

Prepaid expenses 

Increase (decrease) in current liabilities: 

(15,829) 

5,006 

28,164 

Accounts payable 

335,560 

(145,069) 

124,750 

Other current liabilities 

16,137 

66,759 

23,305 

Accrued payroll and benefits 

(24,150) 

(6,037) 

(18,794) 

Income taxes payable 

(9,997) 

3,998 

(30,249) 

Total adjustments 

574,411 

210,544 

292,270 

Net cash provided by operating activities 

855,031 

497,765 

609,079 

Cash Flows from Investing Activities: 

Expended for property, plant and equipment 

(996,288) 

(943,080) 

(772,611) 

Proceeds from sale of assets 

39,447 

47,670 

50,511 

Net cash used in investing activities 

(956,841) 

(895,410) 

(722,100) 

Cash Flows from Financing Activities: 

Proceeds from long-term borrowing 

500,000 

350,000 

278,500 

Payment of long-term borrowing 

(160,000) 

(100,000) 

(125,000) 

Net addition to (reduction of) debt and obligations under capital leases 

279,101 

188,979 

(201) 

Proceeds from exercise of stock options, other 

44,164 

24,860 

22,049 

Repurchase of common stock 

Repurchase of common stock from major shareholder 

Issuance of common stock for over-allotments 

(550,000) 

95,914 

(37,798) 

(72,987) 

Cash dividends 

(97,042) 

(93,351) 

(82,607) 

Net cash provided by financing activities 

112,137 

332,690 

19,754 

Net increase (decrease) in cash and cash equivalents 

10,327 

(64,955) 

(93,267) 

Cash and Cash Equivalents: 

Beginning of Year 

37,467 

102,422 

195,689 

End of Year 

$ 47,794 

$ 37,467 

$102,422 


See notes to consolidated financial statements 
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Additional 



Common 

Paid-In 

Retained 

Treasury 


(In thousands of dollars, except per share data) 

Stock 

Capital 

Earnings 

Stock 

Total 

Balances at beginning of 1995 

$289,084 

$ 71,876 

$1,708,672 

$ (18,711) 

$2,050,921 

Net earnings — 1995 (53 weeks) 

Issuance of 1,184,286 shares of stock for 



316,809 


316,809 

stock options and awards 


914 


7,583 

8,497 

Dividends ($.28 per share) 

Stock Purchase Incentive Plans including 



(82,607) 


(82,607) 

issuance of 120,000 shares 


3,869 


733 

4,602 

Conversion of convertible notes 

10,694 

113,868 



124,562 

Purchase of 248 shares for treasury 




(3) 

(3) 

Stock Repurchase Program 5,045,000 shares 




(72,987) 

(72,987) 

Other 


4,702 



4,702 

Balances at year-end 1995 

$299,778 

$195,229 

$1,942,874 

$ (83,385) 

$2,354,496 

Net earnings — 1996 (52 weeks) 

Issuance of 1,127,328 shares of stock for 



287,221 


287,221 

stock options, awards and Employee 

Stock Purchase Plan (ESPP) 


7,891 


7,497 

15,388 

Dividends ($.32 per share) 



(93,351) 


(93,351) 

Stock Purchase Incentive Plans 

Purchase of 13,124 shares for treasury, 


8,856 



8,856 

including ESPP buybacks 


(103) 


(78) 

(181) 

Stock Repurchase Program 2,180,000 shares 




(37,798) 

(37,798) 

Other 


799 


(3) 

796 

Balances at year-end 1996 

$299,778 

$212,672 

$2,136,744 

$(113,767) 

$2,535,427 

Net earnings — 1997 (52 weeks) 

Issuance of 1,652,397 shares of stock for 



280,620 


280,620 

stock options, awards and Employee 

Stock Purchase Plan (ESPP) 


5,983 


24,704 

30,687 

Shares related to directors’ stock 






compensation plan - 193,000 shares 


3,931 


86 

4,017 

Dividends ($.35 per share) 



(97,042) 


(97,042) 

Stock Purchase Incentive Plans 

Purchase of 59,183 shares for treasury, 


10,425 



10,425 

including ESPP buybacks 

Stock Repurchase from major shareholder - 




(967) 

(967) 

24,444,444 shares 

Stock issuance for over-allotments - 




(550,000) 

(550,000) 

4,622,372 shares 


36,194 


59,721 

95,915 

Balances at year-end 1997 

$299,778 

$269,205 

$2,320,322 

$(580,223) 

$2,309,082 


See notes to consolidated financial statements 
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Nature of Operations 

American Stores Company is one of the nation’s leading food and drug retailers, operating 1,557 stores in 26 states. 
The Company operates in a single industry segment and its principal formats include supermarkets, stand-alone drug stores 
and combination food/drug stores. Principal markets include California, Illinois, New Jersey, Pennsylvania, Nevada, Indiana, 
Massachusetts and Arizona, where products are sold primarily to retail customers. 

Significant Accounting Policies 

Fiscal Year. The fiscal year of the Company ends on the Saturday nearest to January 31. All references herein to 
“1997”, “1996” and “1995” represent the 52-week fiscal years ended January 31,1998 and February 1, 1997 and the 
53-week fiscal year ended February 3, 1996, respectively. 

Basis of Consolidation. The consolidated financial statements include the accounts of American Stores Company 
and all subsidiaries. Accordingly, all references herein to “American Stores Company” include the consolidated results of its 
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation. 

Use of Estimates. The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes. Actual results could differ from those estimates. 

Cash and Cash Equivalents. The Company considers all highly liquid investments with a maturity of three months or 
less when purchased to be cash equivalents. The carrying amounts reported in the balance sheet for cash and cash 
equivalents approximate those assets’ fair value. 

Depreciation and Amortization. Depreciation and amortization are provided on a straight-line basis over the 
estimated useful lives of owned assets. Leasehold improvements and leased properties under capital leases are amortized 
over the estimated useful life of the property or over the term of the lease, whichever is shorter. The depreciable lives are 
primarily 20 to 40 years for buildings, 3 to 10 years for fixtures and equipment and 15 to 25 years for leasehold 
improvements and property under capital lease, depending on the life of the lease. Depreciation expense related to 
property, plant and equipment amounted to $390.4 million, $359.9 million and $324.5 million in fiscal 1997,1996 and 
1995, respectively. Amortization expense related to property under capital leases amounted to $8.5 million, $9.2 million 
and $10.4 million in fiscal 1997, 1996 and 1995, respectively. 

Goodwill. Goodwill, principally from the acquisition of Lucky Stores, Inc. in 1988, represents the excess of cost over 
fair value of net assets acquired and is being amortized over 40 years using the straight-line method. Accumulated amor¬ 
tization amounted to $524.6 million, $471.2 million and $418.0 million in 1997, 1996 and 1995, respectively. 

Costs of Opening and Closing Stores. The costs of opening new stores are charged against earnings as incurred. 
When operations are discontinued and a store is closed, the remaining investment, net of salvage value, is charged against 
earnings and, for leased stores, a provision is made for the remaining lease liability, net of expected sublease income. 

Derivative Financial Instruments. The Company enters into treasury locks, interest rate swaps and similar 
agreements to modify the interest rate characteristics of its outstanding debt or on anticipated public debt financing of the 
Company and holds them strictly for purposes other than trading. The objective of these derivative transactions is to reduce 
the Company’s exposure to changes in interest rates, and each transaction is evaluated periodically by the Company for 
changes in market value and counterparty credit exposure. 

The agreements are usually in notional amounts less than the total amount of the anticipated debt issue and are 
generally in effect for a period estimated to expire concurrent with the anticipated debt issue. They involve the exchange of 
amounts based on a fixed interest rate for amounts based on variable interest rates over the life of the agreement without 
an exchange of the notional amount upon which the payments are based. The difference to be paid or received as interest 
rates change is recognized quarterly in the case of the LIBOR basket swap. The fair value of the treasury rate lock is 
amortized over the term of debt issued. In the event of the early extinguishment of an obligation, any realized or unrealized 
gain or loss from the swap would be recognized in income coincident with the extinguishment of the obligation. 

Income Taxes. The Company provides for deferred income taxes or credits as temporary differences arise in 
recording income and expenses between financial reporting and tax reporting. Amortization of goodwill is not deductible 
for purposes of calculating income tax provisions. 
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Earnings Per Share. Earnings per share amounts for all periods have been restated to conform to the requirements 
of Statement of Financial Accounting Standards No. 128, Earnings Per Share. The adoption of Statement No. 128 did not 
have a material impact on earnings per share. 

Environmental Remediation Costs. Costs incurred to investigate and remediate contaminated sites are accrued 
when identified and estimable. The related costs are expensed unless the remediation extends the economic useful life of 
the assets employed at the site. 

Self-insurance. The Company is self-insured for property loss, workers’ compensation, general liability and 
automotive liability, subject to specific retention levels. The Company is required in certain cases to obtain letters of credit 
to support its self-insured status. At year-end 1997, the Company’s self-insured liabilities were supported by 
approximately $244.6 million of undrawn letters of credit. The Company is also self-insured for health care claims for 
eligible active and retired associates. Self-insured liabilities, with the exception of postretirement health care benefits, are 
not discounted. 

The basis for the amount of the Company’s accrual for self-insurance claims is determined by an independent actuary 
who arrives at the ultimate costs of claims that have occurred by analyzing amounts already paid to claimants, open case 
reserves and an estimate of incurred but not reported losses, including both claims that are unreported as of the valuation 
date and the future growth in claim value that will occur as more information about each claim becomes known. 

Impairment. Impairment is recognized on long-lived assets when indicators of impairment are present and the 
undiscounted cash flows are less than the related assets’ carrying value. 

Stock-based Compensation. The Company continues to account for stock-based compensation using the intrinsic 
value method and provides pro forma footnote disclosure of the impact of the fair value method. 

New Accounting Standard 

Statement No. 131, Disclosure about Segments of an Enterprise and Related Information, was issued by the Financial 
Accounting Standards Board in June 1997, effective for fiscal years beginning after December 15, 1997. The Company has 
determined that it will continue to have only one reportable segment. 

Inventories 

Approximately 94% of inventories are accounted for using the LIFO (last-in, first-out) method for inventory valuation. 
If the FIFO (first-in, first-out) and average cost methods had been used, inventories would have been $327.0 million, 
$324.5 million and $313.1 million higher at year-end 1997, 1996 and 1995, respectively. The LIFO charge to earnings 
was $2.4 million in 1997, $11.4 million in 1996 and $12.8 million in 1995. Under this method, the cost of merchandise 
sold that is reported in the financial statements approximates current costs and thus reduces the distortion in reported 
earnings due to inflation or deflation. 

Advertising Expense 

The Company expenses advertising costs when the advertisement occurs. Total advertising expense amounted to 
$156.2 million, $133.2 million and $168.3 million in 1997,1996 and 1995, respectively. Capitalized advertising costs 
were $2.5 million, $4.0 million and $3.1 million in 1997, 1996 and 1995, respectively. 

Reclassification 

The 1996 and 1995 financial statements have been reclassified to conform to the current year presentation. 

Stock Split 

On June 17,1997, the Board of Directors of the Company declared a two-for-one split of the Company’s common 
stock. The split was payable July 16,1997, to shareholders of record on July 1, 1997. All share and per share information 
has been restated to reflect the stock split. 
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Debt 

On May 2, 1997, the Company issued $300 million of debentures consisting of $100 million of 7.9% debentures due 
May 1, 2017 and $200 million of 7.5% debentures due May 1, 2037. The $200 million, 40-year debentures are 
redeemable at the option of each of the registered holders on May 1, 2009. Net proceeds were used to refinance short¬ 
term variable rate borrowings and for general corporate purposes. 

On July 3,1997, the Company entered into a $200 million term loan agreement. The underlying notes bear interest at 
an average rate of 6.3% and mature July 1, 2004. Net proceeds were used to refinance short-term variable rate 
borrowings and for general corporate purposes. 

On March 28, 1997, the Company increased the capacity of its revolving credit facility to a $1.5 billion five-year 
revolving credit facility which expires in 2002. This facility was the Company’s principal bank credit agreement at year-end 
1997. Interest rates for borrowings under the revolving credit facility are established at the time of borrowing through one 
of four different pricing options. Terms of the revolving credit facility provide for borrowings from participating banks or 
borrowings through issuance of commercial paper that is supported by the facility. The credit facility, among other 
customary conditions, provides for a covenant of cash flow to total debt. 

The Company also has a $1.0 billion commercial paper program supported by the $1.5 billion revolving credit facility, 
and $330 million of uncommitted bank lines, which are used for overnight and short-term bank borrowings. At year-end 
1997, the Company had $512 million of debt outstanding under the credit facility, $717 million outstanding under the 
commercial paper program and $229 million outstanding under uncommitted bank lines, leaving unused committed 
borrowing capacity of $42 million. The Company has classified short-term borrowings as long-term due to its intent and 
ability to refinance these borrowings on a long-term basis. On Februaty 3,1998, the Company's $1.0 billion universal shelf 
registration statement became effective, of which $500 million has been designated for the Company’s Series B Medium 
Term Note Program. 

The Company capitalized interest costs associated with construction projects of $16.2 million, $10.6 million and $8.5 
million in 1997, 1996 and 1995, respectively. The Company made cash payments for interest (net of amounts capitalized) 
of $204.3 million, $160.8 million and $169.5 million in 1997,1996 and 1995, respectively. 

The aggregate amounts of debt maturing in each of the next five fiscal years are listed below: 

(In thousands of dollars) 


1998 $ 92,407 

1999 34,086 

2000 154,946 

2001 25,419 

2002 1,718,453 

Thereafter 1,216,854 

Total debt 3,242,165 

Capital lease obligations 60,740 

Total debt and obligations under capital leases $3,302,905 


The Company’s various loans secured by real estate are collateralized by properties with a net book value of $232.3 
million at year-end 1997. 
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A summary of debt is as follows: 


(In thousands of dollars) 

1997 

1996 

1995 

Public Debt (unsecured): 

7.5% Debentures due 2037, put option 2009 

8.0% Debentures due 2026 

$ 200,000 
350,000 

$ 350,000 


7.9% Debentures due 2017 

7.4% Notes due 2005 

100,000 

200,000 

200,000 

$ 200,000 

Medium Term Notes—fixed interest rates due 1998 through 2003- 
average interest rate 7.9% 

200,000 

250,000 

250,000 

9-1/8% Notes due 2002 

249,320 

249,191 

249,075 

Bank Borrowings (unsecured): 

Revolving credit facility—variable interest rates, 

effectively due 2002— average interest rates 5.9% in 1997, 

5.7% in 1996 and 6.2% in 1995 

512,000 

957,000 

865,000 

Lines of credit and commercial paper— variable interest rates, effectively 
due 2002—average interest rates 5.9% in 1997, 5.6% in 1996 
and 6.4% in 1995 

945,899 

183,000 

69,000 

Notes due 2004—average interest rate 6.3% 

Other borrowings—due 2000—average interest rates 6.6% in 1997 and 

1996 and 6.5% in 1995 

200,000 

75,000 

75,000 

125,000 

Other Unsecured Debt: 

9.8% due in 1999 


160,000 

210,000 

10.6% due in 2004 

108,893 

108,893 

108,893 

Other—due through 2001 

31,505 

2,988 

3,625 

Debt Secured by Real Estate: 

Fixed interest rates—due through 2014— average interest rate 13.4% in 1997, 
13.3% in 1996 and 13.3% in 1995 

69,548 

77,365 

83,456 

Outstanding debt 

3,242,165 

2,613,437 

2,164,049 

Capital lease obligations 

60,740 

65,710 

76,119 

Total debt and obligations under capital leases 

3,302,905 

2,679,147 

2,240,168 

Less current maturities: 

Debt 

92,407 

56,703 

125,413 

Capital lease obligations 

8,528 

9,300 

9,739 

Long-term debt and obligations under capital leases 

3,201,970 

2,613,144 

2,105,016 

Long-term capital lease obligations 

52,212 

56,410 

66,380 

Long-term debt 

$3,149,758 

$2,556,734 

$2,038,636 


On October 14,1997, the Company prepaid a foreign loan in the principal amount of 22 billion yen ($160 million U.S.) 
bearing interest at a yen interest rate of 6.0% and terminated the related interest rate and currency exchange swap 
agreement that fixed the interest rate and eliminated the risk of currency fluctuations. The Company incurred a net loss of 
$.7 million in connection with the prepayment of the loan and termination of the swap agreement. 

On October 27,1997, the Company entered into a $300 million five-year LIBOR basket swap. The agreement 
diversifies the indices used to determine the interest rate on a portion of the Company’s variable rate debt by providing for 
payments based on foreign LIBOR indices which are reset every three months and also provides for a maximum interest rate 
of 8.0%. The Company recognized income of $.5 million in 1997 related to this swap. As of year-end 1997, the 
estimated fair value of the agreement based on market quotes was a loss of $6.7 million. 

On December 15,1997, a $100 million treasury rate lock agreement was entered into for the purpose of hedging the 
interest rate on a portion of the debt the Company anticipates issuing in 1998 under a universal shelf registration 
statement. The treasury lock fixed the rate on the 30-year treasury bond at 6.0% and has a term of 3 1/2 months. As of 
year-end 1997, the estimated fair value of the agreement based on market quotes was a loss of $.6 million. 

During 1996 the Company entered into an interest rate swap agreement with a notional amount of $200 million, for 
the purpose of hedging the interest rate on a portion of the $300 million of debentures the Company issued on May 2, 

1997 under the Company’s previous shelf registration statement. The swap was terminated in connection with the issuance 
of the debentures, and the Company realized a net gain of $6.2 million, which is being amortized over the term of the debt 
as a reduction to interest expense. 
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The Company is exposed to credit losses in the event of nonperformance by the counterparties to its swap agreements. 
Such counterparties are highly-rated financial institutions and the Company anticipates they will be able to satisfy their 
obligations under the contracts. 

The carrying amounts of the Company’s bank borrowings with variable interest rates approximate fair value. The fair 
value of the Company’s borrowings with fixed interest rates is estimated using discounted cash flow analyses, based on 
current market rates where available, or on the Company’s current incremental borrowing rates for similar types of 
borrowing arrangements. The fair value of outstanding debt as of year-end 1997 was $3.4 billion compared to the carrying 
value of $3.2 billion. 

Leases 

The Company leases retail stores, offices, warehouses and distribution facilities. Initial lease terms average 
approximately 20 years, plus renewal options, and may provide for contingent rent based on sales volume in excess of 
specified levels. 

The summary below shows the aggregate future minimum rent commitments at year-end 1997 for both capital and 
operating leases. Operating leases are shown net of an aggregate $108.9 million of minimum rent income receivable under 
non-cancelable subleases. Operating leases also exclude the amortization of acquisition-related fair value adjustments. 


Operating Capital 


(In thousands of dollars) 




Leases 

Leases 

1998 




$ 177,294 

$ 14,693 

1999 




166,783 

13,065 

2000 




152,054 

10,944 

2001 




139,690 

9,617 

2002 




130,737 

8,506 

Thereafter 




1,140,465 

51,012 

Total minimum rent commitments 




$1,907,023 

107,837 

Less executory costs (such as taxes, insurance and maintenance) included in capital leases 


1,966 

Net minimum lease payments 





105,871 

Less amount representing interest 





45,131 

Obligations under capital leases, including $8.5 million due within one year 


$ 60,740 

Additions to obligations under capital leases were $4.7 million in 1997. Rent expense, excluding the amortization of 
acquisition-related fair value adjustments of $13.9 million in 1997, $14.2 million in 1996 and $14.3 million in 1995, was 

as follows: 

Minimum 

Sublease 


Contingent 

Total 

(In thousands of dollars) 

Rent 

Rent 

Net 

Rent 

Rent 

1997 

$206,749 

$17,591 

$189,158 

$22,729 

$211,887 

1996 

$189,105 

$15,663 

$173,442 

$24,305 

$197,747 

1995 

$180,933 

$14,782 

$166,151 

$26,003 

$192,154 

Income Taxes 






Federal and state income taxes charged to earnings are summarized below: 






52 weeks 

52 weeks 

53 weeks 

(In thousands of dollars) 



1997 

1996 

1995 

Current: Federal 



$214,005 

$206,313 

$124,317 

State 



23,572 

25,731 

15,979 

Deferred: Federal 



4,847 

(12,948) 

81,859 

State 



621 

(1,765) 

11,952 

Federal and state income taxes 



$243,045 

$217,331 

$234,107 


Cash payments of income taxes were $263.3 million, $226.8 million and $169.2 million in 1997,1996 and 1995, 
respectively. 
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The Company’s effective income tax rate differs from the statutory federal income tax rate as follows: 



52 weeks 

52 weeks 

53 weeks 

(Percent of earnings before income taxes) 

1997 

1996 

1995 

Statutory federal income tax rate 

35.0% 

35.0% 

35.0% 

State income tax rate, net of federal income tax effect 

4.9 

4.8 

5.1 

Goodwill amortization 

4.0 

4.2 

3.8 

Expenses for repurchase of major shareholders’ common stock 

2.3 



Tax credits 

(0.1) 

(0.1) 

(0.4) 

Other 

0.3 

m 

Op) 

Effective income tax rate 

46.4% 

43.1% 

4Z5% 

Deferred tax benefits and liabilities as of year-end 1997 related to the following temporary differences: 


(In thousands of dollars) 

Benefits 

Liabilities 

Total 

Basis in fixed assets 

$ 29,649 

$(251,607) 

$(221,958) 

Self-insurance reserves 

159,095 


159,095 

Purchase accounting valuation 

31,436 

(285,964) 

(254,528) 

Compensation and benefits 

39,172 

(31,109) 

8,063 

Other, net 

104,606 

(115,736) 

(11,130) 

Deferred tax benefits and liabilities 

$363,958 

$(684,416) 

$(320,458) 


No valuation allowances have been considered necessary in the calculation of deferred tax benefits. 

Stock Compensation Plans 
Fixed Stock Option Plans 

The Company’s Stock Option and Stock Awards Plans (Plans) provide for the grant of options to purchase shares of 
common stock and the issuance of restricted stock awards, subject to certain antidilution adjustments. At year-end 1997, 
there were 6.4 million shares reserved for future grants or awards under the Company's Plans. 

A summary of the Company’s stock option activity and related information for 1997, 1996 and 1995 follows: 


1997 _1996_1995 


(Options in thousands) 

Options 

Weighted- 

Average 

Exercise 

Price 

Options 

Weighted- 

Average 

Exercise 

Price 

Options 

Weighted- 

Average 

Exercise 

Price 

Outstanding at beginning of year 

6,030 

$14.36 

3,840 

$11.37 

2,721 

$ 5.62 

Granted 

13,210 

$23.14 

2,712 

$17.91 

3,097 

$12.20 

Exercised 

(436) 

$11.34 

(269) 

$ 8.70 

(1,652) 

$ 3.64 

Forfeited / Expired 

(536) 

$18.21 

(253) 

$13.00 

(326) 

$10.50 

Outstanding at end of year 

18,268 

$20.67 

6,030 

$14.36 

3,840 

$11.37 

Exercisable at end of year 

1,056 


~424 


"473 


Reserved for future grants 

6,061 


3,596 


6,234 



At year-end 1997, there were stock options for 18.3 million shares outstanding which expire through 2007. Exercise 
prices for outstanding options as of year-end 1997 ranged from $6.84 to $24.88 and the weighted-average remaining con¬ 
tractual life of those options is 7.2 years. Compensation expense related to other options decreased pre-tax earnings by 
$3.4 million in 1995. 
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Employee Stock Purchase Plan 

The Company’s Employee Stock Purchase Plan (ESPP), which began January 1,1996 enables eligible employees of the 
Company to subscribe for shares of common stock on quarterly offering dates at a purchase price which is the lesser of 
85% of the fair market value of the shares on the first day or the last day of the quarterly offering period. For financial 
reporting purposes, the discount of 15% is treated as equivalent to the cost of issuing stock. During 1997 employees con¬ 
tributed $17.2 million to the ESPP program and .9 million shares were issued. Since the ESPP’s inception, employees have 
contributed $30.8 million and 1.9 million shares have been issued. At year-end 1997,12.1 million shares were available 
for future issuances. 

Long Term Incentive Plans 

During 1997 the Company modified the Long Term Incentive Plans for 1995-1997 and 1996-1998 to provide par¬ 
ticipants with the option to receive shares of restricted stock in lieu of cash as originally provided. The number of shares 
issued to participants electing to receive shares of stock was based on the projected value of the Plan pay-out and 282,016 
shares were issued on July 1,1997. Vesting takes place over the original Plan vesting periods; the 1995-1997 Plan vests 
in April 1998 and the 1996-1998 Plan vests in April 1999. 

Performance Incentive Program 

During 1997 the Company established the 1997 Performance Incentive Program which would provide certain of the 
Company’s key executives an incentive award of shares of two-year restricted stock if certain Company performance 
objectives were attained for the 1997 fiscal year. This Program replaced the Long Term Incentive Plans. The Company did 
not achieve the minimum performance objectives, thus no such shares were issued under the Program. 

Key Executive Equity Program 

In 1997 the Company established the Key Executive Equity Program (KEEP), a stock-based management incentive 
program. The new Program continues to link executive incentive compensation to shareholder return. A total of 
approximately 13.2 million stock options were granted to 165 of the Company’s officers in connection with the incentive 
Program with an exercise price of $22.50 to $23.72 per share. The Program involves the grant of market-priced stock 
options that would ordinarily begin to vest on the fifth anniversary of the grant date but which will vest on an accelerated 
basis with respect to one-half of the grant if minimum stock ownership requirements are satisfied, and with respect to the 
other half of the grant if the ownership requirements are met and the Company achieves annual performance goals. During 
1997 the performance goal was not achieved, and therefore the options subject to accelerated vesting based on per¬ 
formance during 1997, will not vest until February 24, 2002, the fifth anniversary of the grant date. 

To assist the KEEP participants in meeting the stock ownership requirement, the Company issued full recourse interest 
bearing purchase loans to 18 participants to acquire additional shares of the Company’s stock. The stock purchased by the 
participants was purchased on the open market. The purchase loans have a maturity date of April 1, 2002 and accrue 
interest at 8.5%, reset annually at the then current prime rate. Outstanding loan balances at year-end 1997 totaled $2.2 
million. 

Stock Plan for Non-Employee Directors 

During 1997 the shareholders approved the 1997 Stock Plan for Non-Employee Directors (Directors Plan), which 
provides for: 1) the grant of 2,000 shares annually of the Company’s Common Stock (Retainer Stock), 2) the grant on an 
annual basis of stock options to acquire 1,200 shares of common stock to each participant who satisfies the Minimum 
Stock Ownership Requirement, and 3) the one time issuance of common stock (173,000 shares in total) to compensate 
such directors for their respective interests in the Non-Employee Directors’ Retirement Plan (Retirement Stock), which was 
terminated concurrently with the adoption of the Directors’ Plan. 

The options vest over a two-year period and have a term of 10 years. Retainer Stock vests on the date of the next 
annual shareholders' meeting. Retirement Stock (and dividends thereon which are reinvested in stock) will be delivered to a 
participant on the earlier of: 1) death of Participant, 2) change of control or, 3) the later of the date the Participant attains 
age 65 or the date the Participant ceases to serve as a Director. Directors may elect to defer delivery of Retainer Stock, 
Retirement Stock and dividends thereon. Compensation expense related to the Retirement Stock and Retainer Stock 
decreased pre-tax earnings by $4.0 million in 1997. The options were issued at market value on the date of grant and thus 
no compensation expense was recognized. 
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valuation model, for fixed stock options granted in 1997,1996 and 1995 and for the ESPP in 1997 and 1996, after income 
taxes, was $12.9 million for 1997, $4.8 million for 1996 and $.8 million for 1995. Pro forma net income would have been 
$267.7 million in 1997, $282.5 million in 1996 and $316.0 million in 1995. Diluted earnings per share would have been 
$.97 for 1997, $.97 for 1996 and $1.07 for 1995. 


The fair value of options was estimated at the date of grant assuming an average expected volatility of 21.2% and 
dividend yield of 1.8%. Other assumptions for 1997,1996 and 1995 are as follows: 



1997 

1997 ESPP 

1996 

1996 ESPP 

1995 

Average risk-free interest rate 

6.6% 

5.0 % 

6.1% 

5.1 % 

6.8% 

Average life of options (years) 

7.0 

.25 

4.0 

.25 

5.0 

Average vesting date (years) 

5.0 

2.0 

3.0 

2.0 

5.0 


The Black-Scholes option valuation model was developed for use in estimating the fair value of traded options which 
have no vesting restrictions and are fully transferable. In addition, option valuation models require the input of highly 
subjective assumptions, including the expected stock price volatility. Because the Company's employee stock options have 
characteristics significantly different from those of traded options and because changes in the subjective input assumptions 
can materially affect the fair value estimate, in management’s opinion, the existing models do not necessarily provide a 
reliable single measure of fair value of its employee stock options. 

Because the fair value method of accounting for stock-based compensation has not been applied to options granted 
prior to January 1,1995, the preceding pro forma compensation cost may not be representative of that to be expected in 
future years. 

Stock Purchase Incentive Plans 

In 1992 the Company's shareholders approved both the American Stores Company Key Executive Stock Purchase 
Incentive Plan and the American Stores Company Board of Directors Stock Purchase Incentive Plan (Plans). 

The Company awarded to certain directors and key executive officers the right to purchase a specified number of shares 
of the Company’s stock and extended to such directors and officers full recourse interest bearing, 8-year loans to acquire 
the stock. 

During fiscal 1997, the performance cycle for participants in the Director’s Plan and 15 of the 18 participants in the 
Executive Plan ended and each received a deferred award, which was applied toward repayment of their loans. The balance 
of the loans, together with accrued and unpaid interest thereon, is payable in three equal installments on the sixth, seventh 
and eighth anniversaries of the purchase date. The aggregate principal of these loans outstanding is recorded as Other 
Assets in the balance sheet and as of January 31,1998, the aggregate outstanding balance (including accrued and unpaid 
interest) was $13.6 million. 

Preferred Share Purchase Rights 

On March 18, 1998, the Preferred Share Purchase Rights issued pursuant to a Rights Agreement dated March 18, 

1988, as amended, expired in accordance with their terms without renewal or extension. 

Repurchase of Common Stock 

On April 8,1997, the Company (i) repurchased 24.4 million shares of its common stock from former chairman L.S. 
Skaggs and certain Skaggs family members and charitable trusts (the Selling Stockholders) for an aggregate price of $550 
million and (ii) sold 4.6 million shares of common stock for net proceeds of $95.9 million pursuant to the exercise of an 
over-allotment option by the underwriters in connection with a public offering of 30.8 million shares by the Selling 
Stockholders. 

In June 1996 the Company replaced its existing stock repurchase program with a new repurchase program which 
authorizes the repurchase of up to four million shares of common stock (not including the repurchase of shares from the 
Selling Stockholders). There were no repurchases of common stock under the repurchase program during 1997, and as of 
January 31,1998, an additional 3.9 million shares remained authorized for repurchase. 
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Postretirement Health Care Benefits 

The Company provides certain health care benefits to eligible retirees of certain defined employee groups under two 
unfunded plans, a defined dollar and a full coverage plan. 

The accumulated postretirement health care benefit obligation is as follows: 

(In thousands of dollars) _ 1997 _ 1996 _ 1995 


Current retirees 

$35,389 

$38,107 

$37,396 

Current active employees 

18,640 

14,776 

14,275 

Unrecognized gain 

12,058 

12,969 

14,390 

Accumulated postretirement benefit obligation (APBO) 

$66,087 

$65,852 

$66,061 

Discount rate 

7.5% 

7.5% 

8.5% 

The components of postretirement health care benefit expense are as follows: 




52 weeks 

52 weeks 

53 weeks 

(In thousands of dollars) 

1997 

1996 

1995 

Service cost - benefits earned during the year 

$ 917 

$ 671 

$ 768 

Interest cost on APBO 

3,816 

3,896 

4,006 

Adjustment of APBO 

(480) 

(789) 

(465) 

Net postretirement health care benefit expense 

$4,253 

$3,778 

$4,309 


The Company assumed no increase in the cost of the defined dollar benefit plan in any year presented. Changes in 
assumptions do not impact the defined dollar plan. The assumed health care cost trend rates used to measure the expected 
cost of benefits included a rate of increase of 9% for 1998 decreasing to 6% by the year 2000. Increasing the assumed 
health care cost trend rates for the full coverage plan by one percentage point in each year would have resulted in an 
increase of $2.6 million in the APBO and no material increase in annual health care expense. 



Retirement Plans 

The Company sponsors and contributes to a defined contribution retirement plan, American Stores Retirement Estates 
(ASRE). This plan was authorized by the Board of Directors for the purpose of providing retirement benefits for associates 
of American Stores Company and its subsidiaries. The plan covers associates meeting age and service eligibility 
requirements, except those represented by a labor union, unless the collective bargaining agreement provides for par¬ 
ticipation. Contributions to ASRE are made at the discretion of the Board of Directors. 

The Company also contributes to multi-employer defined benefit retirement plans in accordance with the provisions of 
the various labor contracts that govern the plans. The multi-employer plan contributions are generally based on the number 
of hours worked. Information about these plans as to vested and non-vested accumulated benefits and net assets available 
for benefits is not available. 


During 1994 the Company entered into Employment Agreements (Agreements) with 15 of the Company’s key executive | 

officers. The Agreements, as amended, expire on October 31, 2002 and are automatically renewed for subsequent one-year * 

terms, unless terminated by the Company at least two years prior to the end of the term. The Agreements contain usual and j; 

customary terms of employment agreements and provide the officers with a special long-range retirement plan. Under the i 

retirement plan, the executives are entitled to receive an annual payment for a period of 20 years beginning at age 57 or \ 

upon termination of employment, whichever occurs later. The retirement benefit is calculated as a percentage of the I 

executive’s average target compensation objective during the last two years of his or her employment under the Agreement. 

The benefit ranges from 9% to 40% based on years of service with the Company. The retirement benefit will be forfeited if I 

the executive enters into competition with the Company. 


The Company also entered into an employment agreement with a key executive officer in 1994 which, as amended, 
expires on October 31, 2002, and is automatically renewed for subsequent two-year terms unless terminated by the 
Company at least three years prior to the end of the term. The agreement provides for an annual retirement benefit that 
vests over an eight-year period which, if fully vested, would equal $700,000 adjusted for inflation. Payments will be made 
over the life of the executive and his spouse. The retirement benefit will be forfeited if the executive enters into competition 
with the Company. 
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Retirement plans expense was as follows: 


(In thousands of dollars) 

52 weeks 
1997 

52 weeks 

1996 

53 weeks 
1995 

Company sponsored plans 

$ 93,342 

$ 88,106 

$ 81,704 

Multi-employer plans 

71,938 

95,822 

86,723 

Retirement plans expense 

$165,280 

$183,928 

$168,427 


Restructuring and Impairment 

Restructuring and impairment in 1997 of $13.4 million related to charges from the sale of a division of the Company's 
communications subsidiary. 

In 1996 the Company recorded special charges aggregating approximately $100.0 million before taxes, or $.21 per 
diluted share, related primarily to its re-engineering initiatives. The initiatives are designed to transform the Company from 
a holding company to a unified operating company. The special charges are included in cost of merchandise sold ($10.0 
million), operating and administrative expense ($12.9 million) and restructuring and impairment ($77.1 million). The 
components of the charge include: warehouse consolidation costs, administrative office consolidation costs, asset 
impairment costs, closed store costs and other miscellaneous charges. Cash expenditures are estimated to approximate 
$40.0 million of which $25.3 million was paid through the fourth quarter of 1997. During the fourth quarter 1996, con¬ 
solidation of human resources, payroll, Drug Store administration and general merchandise buying functions were 
announced and the related costs were measurable and recognized. The Company had recorded a charge of $15.5 million 
related to termination benefits to be paid to an estimated 445 people. At year-end 1997, the Company estimated that a 
total of 550 people would be terminated at a cost of $16.8 million. Severance costs of $10.7 million were paid in 
connection with the consolidation and 407 people were terminated. In 1997 the Company continued its plan to close and 
consolidate its warehouses and offices and sublease unutilized space where possible. The warehouse and office con¬ 
solidation efforts were originally projected to be completed during 1997. Due to delays, these projects will be completed 
during 1998. 

The following table details the components of the reserve: 


(In millions of dollars) 

Original 

Reserve 

Balance 

Activity 
to Date 

Reserve 

Adjustments 

Reserve 

Balance 

1/31/98 

Warehouse consolidation 

$ 26.4 

$30.6 

$ 8.0 

$ 3.8 

Office consolidation 

26.3 

5.6 

(5.5) 

15.2 

Asset impairment 

26.4 

23.9 

(2.5) 


Closed store costs 

12.9 

12.9 



Other 

8.0 

8.0 



Total 

$100.0 

$81.0 


$19.0 
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Environmental 

The Company has identified environmental contamination sites related primarily to underground petroleum storage 
tanks and ground water contamination at various store, warehouse, office and manufacturing facilities (related to current 
operations as well as previously disposed of businesses). The Company conducts an on-going program for the inspection 
and evaluation of new sites proposed to be acquired by the Company and the remediation/monitoring of contamination at 
existing and previously owned sites. Undiscounted reserves have been established for each environmental contamination 
site unless an unfavorable outcome is remote. Although the ultimate outcome and expense of environmental remediation is 
uncertain, the Company believes that required remediation and continuing compliance with environmental laws, in excess of 
current reserves, will not have a material adverse effect on the financial condition or results of operations of the Company. 
Charges against earnings for environmental remediation were not material in 1997,1996 or 1995. 

Legal Proceedings 

The Company is involved in various claims, administrative proceedings and other legal proceedings which arise from 
time to time in connection with the conduct of the Company’s business. In the opinion of management, such proceedings 
will not have a material adverse effect on the Company’s financial condition or results of operations. 
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In the opinion of management, all adjustments necessary for a fair presentation have been included: 


First Second Third Fourth Fiscal 


(In thousands of dollars, except per share data)(l) Quarter 

Quarter 

Quarter 

Quarter (5) Year 

1997 (2) 

Sales 

$4,747,644 

$4,763,174 

$4,647,465 

$4,980,597 

$19,138,880 

Gross profit 

1,250,805 

1,286,449 

1,234,699 

1,327,664 

5,099,617 

Operating profit (6) 

167,531 

212,420 

161,468 

227,222 

768,641 

Other (6) 

(33,169) 

2,109 

1,256 

1,538 

(28,266) 

Net earnings 

34,225 

89,957 

60,275 

96,163 

280,620 

Basic earnings per share (7) 

$.12 

$.33 

$.22 

$.35 

$1.02 

Diluted earnings per share (7) 

.12 

.33 

.22 

.35 

1.01 

1996 (3) 

Sales 

$4,580,028 

$4,625,066 

$4,563,362 

$4,909,673 

$18,678,129 

Gross profit 

1,195,176 

1,226,328 

1,216,966 

1,326,508 

4,964,978 

Operating profit (6) 

149,376 

185,195 

173,985 

159,084 

667,640 

Other (6) 

1,691 

1,296 

2,027 

3,456 

8,470 

Net earnings 

64,240 

83,129 

75,757 

64,095 

287,221 

Basic earnings per share (7) 

$.22 

$.28 

$.26 

$.22 

$.98 

Diluted earnings per share (7) 

.22 

.28 

.26 

.22 

.98 

1995 (4) 

Sales 

$4,362,237 

$4,494,890 

$4,361,183 

$5,090,584 

$18,308,894 

Gross profit 

1,120,869 

1,150,890 

1,145,142 

1,333,303 

4,750,204 

Operating profit (6) 

130,873 

166,319 

153,914 

250,608 

701,714 

Other (6) 

2,851 

2,146 

2,153 

1,597 

8,747 

Net earnings 

53,883 

73,937 

67,445 

121,544 

316,809 

Basic earnings per share (7) 

$.18 

$.25 

$.23 

$.42 

$1.08 

Diluted earnings per share (7) 

.18 

.25 

.23 

.41 

1.08 


(1) Restated as necessary to reflect the July 1997 two-for-one stock split 

(2) First quarter 1997 “Other” included charges of $33.9 million related to the sale of stock by a major shareholder and first quarter 1997 operating 
profit included charges of $13.4 million related to the sale of a division of the Company's communications subsidiary (total of $.14 per share). 

(3) Fourth quarter 1996 includes special charges totaling $100.0 million pre-tax ($.21 per share, after tax) in operating profit, including $10.0 million in 
gross profit. 

(4) 53-week fiscal year and 14-week fourth quarter, compared to 52-week years and 13-week quarters for fiscal 1997 and 1996. 

(5) Operating profit, before special charges, in the fourth quarter has exceeded the prior three quarters in each of the three years presented due to the 
seasonality of the food and drug retail business and LIFO inventory adjustments. The holiday and the cold and flu season in the fourth quarter 
benefits the food and drug retail business. 

(6) Beginning in the fourth quarter of 1997, the Company classified certain expenses as operating and administrative expense and restructuring and 
Impairment that were previously classified below operating profit. Prior years and the first three quarters of 1997 have been reclassified to conform 
to the current year presentation. 

(7) The 1995,1996 and first three quarters of 1997 earnings per share amounts have been restated to comply with Statement of Financial Accounting 
Standards No. 128, Earnings Per Share. 
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Leadership Council 
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J.G. Boswell Company 
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First Interstate Bank of Utah, N.A. 

Victor L. Lund 
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Chief Executive Officer 

David L. Maher 
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Retired, Former Partner, Ernst & Young 
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Retired, Attorney 
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James R. Clark 
Chief Planning Officer 

Stephen L. Mannschreck 
Chief Human Resources Officer 
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PRINCIPAL OPERATING COMPANIES 

The retail operations and non-retail subsidiaries are listed below: 


RETAIL OPERATIONS 
Acme Markets, Inc. 

75 Valley Stream Parkway 
Malvern, Pennsylvania 19355 
(610) 889-4000 


Lucky Stores Northern 
California Division 
1701 Marina Boulevard 
San Leandro, California 94577 
(510) 678-4200 


Jewel Food Stores, Inc. 

1955 West North Avenue 
Melrose Park, Illinois 60160 
(708) 531-6000 


Lucky Stores Southern 
California Division 
6565 Knott Avenue 
Buena Park, California 90620 
(714) 739-2200 


American Drug Stores, Inc. 
Osco Drug and Sav-on 
299 South Main Street 
Salt Lake City, Utah 84111 
(801) 961-5600 

JOINT VENTURE 
(50% ownership) 
RxAmerica, LLC 
369 Billy Mitchell Way 
Salt Lake City, Utah 84116 
(801) 961-6000 


NON - RETAIL SUBSIDIARIES 
American Stores Properties, Inc. 
299 South Main Street 
Salt Lake City, Utah 84111 
(801) 961-5600 


American Procurement and 
Logistics Company 
299 South Main Street 
Salt Lake City, Utah 84111 
(801) 961-5600 


The following information is provided to assist shareholders in their communications with the Company: 


FORM 10-K AND QUARTERLY FINANCIAL REPORTS 

Copies of the Company’s annual report on Form 10-K may be 
obtained without charge upon request to the Investor Relations 
Department. 


SHAREHOLDER INQUIRIES 

Shareholder inquiries should be directed to: 

Investor Relations Department 

American Stores Company Telephone: (801) 539-0112 

299 South Main Street (800) 541-2863 

Salt Lake City, Utah 84111-2203 Telefax: (801)531-0768 

TRANSFER AGENT, REGISTRAR AND DIVIDEND 
PAYING AGENT 

The transfer agent, registrar and dividend paying agent for American 
Stores Company common stock is First Chicago Trust Company of 
New York. In this capacity, First Chicago maintains all shareholder 
records for the corporation. For information about American Stores 
Company shareholder records or to request replacement of lost 
dividend checks or stock certificates, shareholders should contact: 

First Chicago Trust Company of New York 
P.O. Box 2500 

Jersey City, New Jersey 07303-2500 
(800) 446-2617 

STOCK TRADING 

American Stores Company’s common stock is listed on the New York, 
Philadelphia, Chicago and Pacific stock exchanges, and is quoted in 
the daily stock tables carried by most newspapers. The ticker symbol 
for the common stock is “ASC.” The stock table abbreviation is 
"AmStor" 

INTERNET 

Please visit our website at www.americanstores.com. 


In lieu of printing and distributing Quarterly Reports to Shareholders, 
American Stores Company makes available to its shareholders 
without charge, copies of the Company’s quarterly reports on Form 
10-Q. Shareholders wishing to receive the Company’s Form 10-Q 
may contact the Investor Relations Department. 


ANNUAL MEETING OF SHAREHOLDERS 

The Annual Meeting of Shareholders will be held on Wednesday, 
June 17, 1998, at 10:00 a.m. (Mountain Daylight Time) at the 
Doubletree Hotel, 255 South West Temple, Salt Lake City, Utah. 


1998 CALENDAR 

Quarter End 

First Quarter 

May 2, 1998 

Second Quarter 

August 1,1998 

Third Quarter 

October 31,1998 

Fourth Quarter 

January 30, 1999 


FACT BOOK 

A comprehensive Fact Book with detailed historical financial 
information is available upon request without charge. It may be 
obtained by contacting the Investor Relations Department. 
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